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Section |. Market Overview

The Kingdom of Thailand is popularly known by the Thai food and agriculturd indusiry asthe
“Kitchen to the World.” Thailand isthe Southeast Asa s second largest economy and has
experienced strong annual economic growth in recent years. Although the September 2006 coup
threstened to disrupt foreign investment, the Thai economy continues to remain hedthy. This
year the Tha economy is projected to expand 4.5 percent driven by increased exports. Private
consumption in 2006 rose by 3.1 percent, which was dightly lower margind growth than the 4.3
percent seen in the previous year. The dower growth was due to higher ail prices and higher
inflation and interest rates, which resulted in more cautious consumer spending. However, it is
edimated that the Tha economy islikdly to pick up in 2008-2009 with a growth rate of 5-6
percent, boosted up by domestic demand, with increased state and private investment.

U.S.-Thailand Trade of Consumer Oriented Agricultural Products

(m; US$ per year)

2002 2003 2004 2005 2006
Imports from Thailand 373 450 498 543 633
Exports to Thailand 82 84 114 136 160
Trade Balance -291 -366 -384 -407 -473

Source: USDA Foreign Agricultural Service - Bangkok, Thailand

Overdl economic gtability is expected to remain favorable. The unemployment rate declined

from 2.4 percent in 2002 to 1.5 percent in 2006. During 2006, Thai Baht moved in the range of
35.78 to 39.58 Baht per U.S. Dollar, and the average rate for 2006 was 37.88 Baht per US dollar.
The September 19 military coup left minima economic impect.

Change in Thai Food Import Mix from the U.S.

(m; USS$ per year; % of total) 2002 2003 2004 2005 2006
Bulk & Intermediate 528 600 571 539 543
% 83% 83% 78% 76% 74%
Consumer Oriented 82 84 114 136 160
% 13% 11% 15% 19% 22%
Edible Fishery 29 41 49 37 32
% 4% 6% 7% 5% 4%
Total 639 725 734 712 735
Source: USDA Foreign Agricultural Service - Bangkok, Thailand

Thailand is currently the 18th largest export market for U.S. agricultural products including fish
and forestry products. In 2006, Thailand imported $160 million in consumer oriented foods from
the U.S,, up 18 percent over 2005's $136 million. Corresponding U.S. imports from Thailand
were $633 million, up 17 percent. Tota exports of U.S. foods (including bulk and intermediate,
consumer oriented, and edible fishery) to Thailand have shown tremendous growth over the past
five years. For example, exportsto Thailand jumped from $639 million in 2002 to $735 in 2006.
The fastest growing segments are consumer oriented agricultural products (14 percent), edible fish
and seafood products (2 percent), and bulk and intermediate products (1 percent). The mix of
products exported to Thailand from the U.S. has remained stable; bulk and intermediate account
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for 74 percent followed by consumer-oriented products with 22 percent and edible fishery
products with 4 percent in 2006.

High duties on agriculture and food products are amgjor hurdle for exports of high-vaue U.S.
food products. Duties on imported consumer-ready food products range between 30 percent and
60 percent. Tariffs on mests, fresh fruits and vegetables, and processed foods are equally high,
even for items with little domestic production. Frozen french fries, for example, are not produced
in Thailand, but face a high tariff of 30 percent (WTO bound rate for 2006). When import duties,
excise taxes, and other surcharges are caculated, imported wines face atotd tax of nearly 360
percent. The tariff on gpples stood at 10 percent, while pears and cherries saw atariff ashigh as
30 percent and 40 percent (2006 WTO bound rate) respectively. The Free Trade Agreement
between Thailand and the U.S., which began in mid 2004 was suspended shortly before the coup
and expect to be resumed sometime after ademocratic government isin place.

Thailand offers many opportunities for dert U.S. exporters. Some examples include:

Thailand, covering 198,114 square miles, is situated in the heart of Southeast Asaand is
conddered as the gateway to Southeast Asa. Thailand borders with Laos in the north and
northeast, the Union of Myanmar in the north and west, the Andaman Seain the wes,
Cambodia and the Gulf of Thailand in the east, and Mdaysain the south. With a
population of 65 million, Theravada Buddhism is the nationd religion and is actively
practiced by about 95 percent of Thais, with the remainder practicing Idam, Chridtianity,
Hinduism and other faiths. About 51 million Thais are aged over 15 years.

The sze of the work force now exceeds 36 millions, of which 54 percent are male and 46
percent are female.

The minimum wage in Thailand is roughly $5.58 per day in Bangkok, and between $4.18-
5.44 per day in other provinces.

A literate population due to increased overseas studies, internationd travel, accessto
Internet and cable TV.

Over 49 percent of Thai population aged above 6 years old favored snacks. Over 40
percent of children aged between 6-14 years old ate snacks everyday.

About 10 percent of the total population lives in Bangkok, which accounts for 90 percent
of the sdles of fast moving consumer goods.

Mot of medium and high-income people live in the mgor cities, including Bangkok,
Phuket, Chiang Mai, Prachuapkhirikhan, Chonburi, Hat Ya, Nong Khai, Nakorn
Ratchasma, Samui Idand, Surat Thani, Ubon Ratchatahni and Udon Thani.

Baht stability and appreciation in 2006 led to an increase in imported consumer- oriented
food products from the U.S.

Thaisliving in urban areas have become relatively brand conscious and their shopping
styles have moved away from the traditiona open-air wet markets to modern
supermarkets and shopping centers which offer them convenience and awide selection of
products.

The expangon of retail business, particularly, hypermarkets, supermarkets, modern
shopping malls, convenient stores, department stores, €tc.

The demand for imported processed food and raw materials used for re-processing and re-
exporting has increased as they are considered better qudity than loca products.
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Dueto the increasng number of women and young adult Iabor in the work force, the
introduction of ready-to-eat and prepared food items is expected to trigger magor growth in
the convenience food market in Thailand. Moreover, this younger population is very
receptive to new food tastes that fit their lifestyles.

The Tourism Authority of Thailand has set atarget to develop Thailand as a tourism hub of
Asa In 2006, tourigt arrivas are estimated at 13.5 million, arise of 20 percent and the
revenue generated will be $11 hillion, an increase of about 30 percent. The target for
tourist arrivalsin 2007 has been st at 14.7 million. Tourism revenue is expected to reach
$13 billion, representing an increase of 15 percent.

The hotd occupancy rate in Thailand for 2006: Bangkok-68 percent, Chiang Mai-48
percent, Kanchanaburi-43 percent, Krabi-52 percent, Hua Hin-59 percent, Nakhon
Ratchasma-49 percent, Nongkhai-39 percent, Pattaya- 62 percent, Phuket-61 percent, and
Ubonratchathani- 39 percent

High growth in the number of hotels, resorts and other tourist accommodations leads to an
increase in the number of imported food items to support more tourists.

Upper and middle-income groupsin Thailand like to spend money on food, especidly
during the holidays. Consumption of imported food products peak during New Y ear,
Chrigtmas, Chinese New Y ear and Thai New Y ear as gifts of food are given, especidly
consumer products such as coffee, tea, milk, snack food, jdly, jam, crackers, nuts, fruit
juice, wine, beer, whisky, hedth food and fresh fruit.

Continuous increases in the number of hedlth-conscious consumers lead to higher demand
for hedlth and functiona food and drinks.

Tha consumers view U.S.-origin foods and beverages as high quaity and consistent
products, for instance: U.S. beef, French Fries, dried and fresh fruit, nuts, fruit juice, jams,
and other products are dways rated by loca consumers asthe best in theworld. However,
this perspective does not gpply to al U.S. products, as some local consumers dtill think of
France first when they think of wine.

Even though Tha consumersview U.S. products as high qudity, they are very price
conscious and susceptible to economic swings. Thereisahigh possibility that the low and
middle-income group will shift to cheaper products of acceptable quality during an
€CoNoMIC recesson.

Clearly, the Thai market offers many opportunities for U.S. exporters, but it is not without
chdlenges To put these opportunitiesin perspective, some U.S. “Advantages’ and “ Chadlenges’
are shown in the table below:

Advantages Challenges

Varieties of superior U.S. high quality agricultura - U.S. exporters have spotty or incomplete

products from fresh to processed food knowledge about the Thai market and at the same

High opportunities exist for U.S. products targeting time face severe competition from China,

niche markets Australia, New Zealand, Japan and neighboring
countries.

GDP for 2007 is projected in the range of 4.0-4.5 - U.S. products are not always price-competitive

percent compared to imports from other Asian countries

Increasein Thai consumers’ preference for higher due to high tariffs, shipping costs and the long
distanceto Thailand
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quality products

Bilateral free trade agreement between Thailand
and other countries, particularly China, Australia,
New Zealand and India, induces the import of more
low-price products from these trade partners

Local Thai consumersview US-origin products as
high quality and safe and are confident in U.S.
foods and beverages consistency

L ocal manufacturers can improve or change
quality of products, tastes or packaging sizes
according to changes in consumer behavior and
can lower production cost

Proliferation of retail industry. New retail outlets
are expanding which allow consumersin any part
of Thailand to get accessto new imported products

Lack of importer and retailer knowledge and
training in purchasing and handling of U.S. food
products

Strong local brands which are either foreign or
Thai originsin many food and beverage products
e.g. Nestle, Singha Beer, Chang Beer, Frito-Lay,
etc.

Eating style of Thai peopleis changing to include
more imported food items

Lack of continuous promation of U.S. varietiesin
Thai market. Exporters need to support market
promotion campaigns to attract and then build new
markets

Theinternational food serviceindustry is
expanding rapidly, both in numbers of companies
entering the market and in numbers of outlets.
Most major international fast food companies are
represented in Thailand, including McDonalds,
Burger King, KFC, A& W, PizzaHut, Auntie-
Anne's, Baskin Robbins, Swensen’s, Delifrance,
Starbucks, Subway etc. The rapid growth of the
fast food sector is stimulating many related
businesses such as bakery products, dairy products,
meat and poultry etc.

Local production isincreasingly substituting
traditional food imports. Snack foods, salad
dressings, sauces, jams and other processed foods
that are relatively inexpensive, but have high
freight costs, areincreasingly produced locally.

Increase in niche markets with higher incomes and
high premium product preferences

Market penetration for imported productsis
concentrated in Bangkok and major tourist-
destination provinces mostly

Thetourism industry is ratcheting up demand for
HRI products, especially U.S. beef, turkey,
seafood, wine and seasonings which can be used in
American, French, Japanese and other international
stylerestaurants

American style food products mass produced
locally cost less

Reliable supply of U.S. agricultural products and
advanced U.S. food processing technology

Thai government’s policy and actions try to
increase demandsfor Thai local products

Food safety concerns

Government’ s policy to support the development
of value-added production, thiswill boost the
demand of food ingredients, especially new
ingredients

Some food ingredients can be produced locally

Good relationships with foreign suppliers

High import tariffs on high value consumer food
and beverage products, especially U.S. meat
products, wine, whiskies, cherries, peaches, plums,
pears, French fries, etc.

Thai importers prefer to deal with quality and
reliable U.S. suppliers who are able to supply

Lack of trader and consumer awareness of U.S.
products, while marketing coststo increase
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products at competitive prices

consumer awareness are high

Thailand’ s beneficial geographical location is
viewed as a gateway to the larger Indochina and
other Asian markets

Dueto the high import tariffson U.S. products,
most Thai importers have shifted to import
products from other Asian countries, especially
Australia, China, Malaysia, and Singapore

Increasing Thai exports of food products drive
demand for food ingredients.

Increasing demand for using imported ingredients
for innovative products.

Growing number of companies paying attention to
quality over cost for food ingredients.

US products, especially soya based products, are
experiencing someissues with GMO content.
Thereis no problem with food products destined
for local consumption, but there are issues for
export products to countries such as EU and Japan.

Section I1. Exporter Business Tips

Thefollowing are a number of thoughts, collected from avariety of sources, on exporting food
products to Thailand. Some are obvious, but warrant repeeting, while some you may never have
congdered. They are organized under three topics: communicating, meeting, and exporting. We
hope these suggestions will prove useful in your efforts to build food exports to Thailand.

Communicating

When greeting a Thal, use the word Khun (pronounced coon) in place of "Mr." or "Mrs"
and the person’sfirst name, which islisted firgt on his or her business card. For example, a
Westerner with the name "Peter Moore" would be caled "Khun Peter”. Among Thais,
family names are not usualy used. Most Thais refer to each other by their first names
only. Never refer to yoursdlf with the word Khun; smply say your first name. Thaiswill
probably address you by usng "Mr." or "Mrs." and your first name.

Introductions: foreign companies may write directly to Thai companies, dthough persond
introductions will dways enhance afirm’s credibility and acceptance.

Most Thais greet someone by bowing dightly towards them while bringing the hands
pressed together in a praying position between the chest and forehead. The exact location
of the hand depends on the level of respect being offered — the height and depth of a
person’s bow indicates socia status. This gesture, known asa"wa"', can be used when
greeting someone on arrival and departure, and aso when saying, "l am sorry™ or "thank
you." Thereisno need to wal taxi drivers, secretaries, clerks, and other support or service

people.

It would behoove foreign businesses to hire a representetive or agent with local
connections, especidly if they intend to buy from or sdll to Thailand. Assessany locd
representative or partner’s political relationship, as the government is il very much
involved in the private sector. Networking with government officias and/or correct
authorities can be the key to doing business successfully, especidly if your firm intendsto
do amagjor project. Although alocd representative is often the best choice, monitor your
representative closely and require measurable performance.

Keep in mind that in most of Asathat dates are shown in day/month/year format, ex.
05/12/06 means December 5, 2006. To avoid confusion, you may want to use the full date

in correspondence.

Have some fun and try to learn afew words of the loca language, especidly socid
greetings. Thisshowsto al your interest in the country.
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M eetings
- Avoid busness vidits during the New Y ear Festivas (both the Chinese and Thai ones).

Heavy traffic is the most common excuse for tardiness.
Business cards are dways exchanged at the first meeting. It isimportant to carry a
aufficient quantity; failure to offer abusiness card may make Thais suspicious of your
position and authority. Be sure your card indicates your position and respongbility. And be
sure to have your persond information in Thai on the back of the card. Don't throw or
dide your card.
Begin initid meetings with casua conversation on such topics as your travels, the beauties
of Thailand, possibly questions about your counterpart’ s overseas experiences.
Avoid topics rdaing to palitics, the royd family, and reigion. A little praise of the
country and the Thal people goes along way.
Never touch or point with your feet. It is consider rude to cross your legs and point your
feet at someone. Thais place a great importance on appearance and politeness.

Exporting
- Itisessentid to vidt the market to conduct market research, especially for product testing,

price comparisons, and for reviewing export satistics of the last 3-5 years.

Locdize your products. adjusting the product for local tastes, verifying consumers

preferences and setting your products price to be very competitive.

U.S. exporters should locate the best distribution channel (e.g. loca importers,

digtributors, supermarkets, retailers, etc.) and establish a good relationship with them, as

they are very useful in facilitating and promoting exports of U.S. consumer-ready foods to

Thalland.

Trade fair participation is another way to raise awareness of your product.

In Thailand, some large manufacturers and retallers import raw materias or products

directly while medium, smdl manufacturers, retailers, aswell as hotdls, prefer to purchase

products from loca importers. But there are exceptionsto thisrule.

Successful U.S. exporters must provide reliable product availability, consastently

supplying aquality product, technical support, information support, and accurately

responding to inquiries within 24 hours as Audrdiaand New Zedand are just a phone call

away inasmilar time zone.

Understand that there islikely only one decison-maker in acompany, and that person

often is not the purchasng manager.

Product Regigtration: Applications for product registration should be submitted to the

Food Control Division, FDA. The approximate amount of time required for product

regigration, sarting from submitting the gpplication, is aout one month. However,

delays are usudly caused by inaccurate or unacceptable details in the documents. Thereis

little chance for licensing a product unless the manufacturer or exporter provides the

necessary details required by the FDA.

The product should be packed and shipped for atropicad climate and have clear storage

indructions. Thisis especidly important, as few cold storage or air-conditioned facilities

and delivery trucks exig.

When introducing new products, severa factors should be kept in mind. Thai consumers

from middle to upper income groups have an aversion to low qudity products and are
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attracted to branded products. They dso tend to be image conscious. Existing brand
loydties are mogt likely to be broken by new products that are of good quality, well
packaged, distributed, promoted and competitively priced, rather than chegp products.
Be patient and think long term. It is not unusud to vigt the market 2-3 times before
details are findlized.

Study the most recent Food and Agriculture Import Regulations and Slandards (FAIRS)
Report for Thailand. This concise document - covering food laws, [abeling requirements,
food additive regulations, pesticide and other contaminants, import procedure and other
key regulations, requirements and specific standards-should be required reading for all
exporters and is available on the internet a http://www.fas.usda.gov/

Contact the Foreign Agricultural Servicein the U.S. Embassy, Bangkok

(agbangkok @fas.usda.gov) with any questions on issues such as standards, tariffs,
regulaions, labding, or other concerns.

Section I11. Market Sector Structure & Trends

According to Euromonitor, one notable trend among consumersis the large proportion of
expenditures on retail food compared to food service sector. The retail market accounts for more
than 70 percent of tota food spending, while consumers are alocating alower proportion of their
expenditures to food service (30 percent). Thisreflects atendency among Thaisto cook a home
rather than dine out, particularly among residents living in rurd aress. This coincideswith a
preference among consumers for traditiona cooking methods and authentic styles of cuisne. An
increase in egting out and patronizing restaurants is prominent among the younger generation, as
well as working professondls, asit is more convenient and efficient than cooking & home. Some
people rarely cook at home, as they can buy foods, which are cheaper, more acceptable to the
family and more varied than they could meke themsdves. Furthermore, the increasing number of
food establishments in the market aso resulted in a.congderable increase in food service,

Tourism is Thailand’ s second- biggest source of foreign currency revenue after exports, accounting
for 6 percent of GDP. In 2005, tourists in Bangkok, Chiangmai and Nakhon Ratchasma spent
about 20-30 percent on shopping activities — the largest share. In genera, low cost products,
unique Thai traditiona products, and in particular different retail concepts ranging from
department storesto large- scae flea markets attract tourists. Accommodation expenditure
condtituted a significant 25 percent share for other mgjor tourist expenses. In 2007, the tourism
gtuation in Thailand is expected to improve due to increasing foreign tourists, especidly from
Europe.

UNCLASSIFIED USDA Foreign Agricultural Service



GAIN Report— TH7152 Page 10 of 26

Tourism Spending

(m; US$ per year;

% of total) Bangkok % Chiangmai % Pattaya % Krabi %
Accommodation 1,892 21% 231 22% 467  33% 144  28%
Food and Beverage 1,397 16% 165 16% 276 20% 93  18%
Excursion 468 5% 78 7% 91 6% 70  13%
Travel within country 922 10% 93 9% 107 8% 44 8%
Shopping 1975 22% 313 30% 224  16% 91 17%
Entertainment 2,034 23% 121 11% 194 14% 56 11%
Other expenses 199 2% 50 5% 46 3% 24 5%
Total 8.886 100% 1.050 100%  1.406 100% 523 100%
Source: USDA Foreign Agricultural Service - Bangkok, Thailand

Tourism Spending

(m; US$ per year; Nakhon

% of total) Phuket % Ratchasima % Karnchanaburi % Hua Hin %
Accommodation 517  25% 42  20% 41  19% 68  30%
Food and Beverage 357 17% 47  23% 49  23% 50  22%
Excursion 169 8% 11 5% 14 7% 12 5%
Travel within country 262  13% 26  13% 32 15% 22 10%
Shopping 365 18% 47  23% 38 18% 42  19%
Entertainment 279 14% 23 11% 29  13% 24 11%
Other expenses 99 5% 10 5% 10 5% 7 3%
Total 2,048 100% 206 100% 214 100% 224 100%
Source: USDA Foreign Agricultural Service - Bangkok, Thailand

Retail Sector

Thailand' s retall trade sector isa vital component of the Thai economy accounting for a 15

percent share of GDP. Thailand's retail sector experienced arapid increase in new investments
from both loca and foreign players since 2003 despite economic uncertainty. Driven by its
hypermarkets and convenience stores, Thailand is the second most dynamic retaill market in Asa
after China. According to AC Nidlsen, Thai retail sales should increase 8 percent while
convenience store sales should increase 10 percent. Half of dl urban shoppers vist a convenience
store weekly, with an average number of vists about 2- 3 times per week.

Multinationd retailers have dominated Thailand’s modern food retail market with aggressive store
expansion in 2000-2002, especidly in the hypermarket ssgment. The mgority of these
investments have come from the leading internationd retail chains: UK -based Tesco with its

Tesco Lotus stores, Big C Supercenter of Casino Guichard-Perrachon SA of France, Carrefour of
France, and Netherlands-based Makro. About 90 percent of urban Thai shoppers use
hypermarkets at least once amonth. The average Thai consumer spent is about $150 per month
on retail products, of which 49 percent has been spent on fresh food. These larger firms represent
excellent opportunities for U.S. exporters of consumer food items. Intense competition in the
retall market, particularly from these large-scale modern trades who use price strategies and loan
extensgons to low-income consumers, led to the closure of many traditional stores. Asaresult, the
retail market structure continues to evolve, with modern retailers such as hypermarkets,
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supermarkets and convenience stores gaining market share while traditiond retallers gradudly
lose ther pogtion.

Since the beginning of 2003, hypermarket expansion in Bangkok is experiencing decderating
growth, given the fewer new hypermarket construction projects underway. Thisis dueto the
difficulty in locating new business opportunities/areas for further store expansion. It is projected
that retail business competition in the future will be more in the form of innovative channelsto

meet consumer demand; branches to cover more areas, and searching for newer and better
products to offer to customers. In addition, the flow of loca shoppers has been diverted from
department stores, wet markets and grocery stores to hypermarkets and supermarkets. Therefore,
supermarkets and hypermarkets are the best method of entry for U.S. exportersto enter Thailand's
retail food market and offer avariety of quality products at competitive prices to satisfy Tha
customers desires.

Large convenience store chains like CP s 7-Eleven are recommended for selected foodstuffs.
They are trying to increase the number of food items to be 90 percent of total products, up from
70 percent, or 1,700 items at present. It is estimated that by the end of 2007, the number of 7-
Eleven storesin Thailand will reach 4,300 and target 7,000 outletsin the next seven years. The
main factors U.S. exporters should consider for U.S. food products are pricing, shelf life of the
product, and customer preferences. The traditiona ‘Mom and Pop’ stores and wet marketsin
Thailand are not ideal entry points for U.S. exporters as price sengtivity and preferences for
traditiond diets by the end consumersin this sector are not a good match. U.S. exporters should
be aware that many U.S. branded food products such as snack foods, candy, chocolate and
breakfast ceredls are present in the market aslocally or regiondly produced food products. The
ASEAN Free Trade Area (AFTA) isone of the mgor factors contributing to shift in
manufacturing bases.

Mogt of the supermarkets and hypermarkets in Thailand have their own house brands for ready-
to-eat foods, ready-to-cook prepared foods, home-made bakery items, sausages, water, cooking
ail, rice, sauces, dairy products and fruit juice. Thai consumers are moving toward these house
brand items for some particular products due to their cheaper prices, especidly food items when
they cannot differentiate the products vaue - especidly items such as sugar, fish sauce, bottled
water, etc. Thereishigh opportunity for the private label productsto grow in this market since
the market share of private label productsisonly 1 percent compared to its 18 percent growth
rate. Almost hypermarket and supermarkets also provide space for fast food outlets, kiosks, a
laundry, aflorist, bookstores, a photographic store, movie renta stores and restaurants. They aso
have their own digtribution centers to ensure product freshness and operation efficiency.

Entry Strategy — Super mar kets, Hyper markets and Cash and Carry

The best method for U.S. exportersto sdll to supermarkets, hypermarkets or cash and carry isto
directly contact supermarkets, discount stores, hypermarkets, and cash and carry, which import
direct, and to contact importers and distributors. U.S. exporters should be aware that many
multinational retailersin Thailand charge listing fees or alisting dlowance for new products. The
fee will be charged in accordance with aformula based on the number of retail outlets and SKU
(stock kesping unit).
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Digtribution Channés- Supermarkets, Hyper marketsand Cash and Carry

The didribution channd to supermarkets, cash and carry, and hypermarketsin Thailand normaly
begins with importers and goes to digtributors, then to a central warehouse or direct to retall
outlets. The foodstuffs will be kept ether in the importers warehouse, distributors warehouse, or
acentral warehouse before ddlivery. Some supermarkets, superstores and hypermarkets operated
by multinational operators import food products directly and keep them at their own digtribution
centers before delivery to each outlet.

Entry Strategy - Convenience Stores, GasMarts & Kiosks

The best method for U.S. exporters to enter this Thai market segment is to contact the head office
of convenience stores, gas marts and kiosks. U.S. exporters should be aware of the listing fee or
listing alowance that may be charged by large convenience store chains. The fee will be charged
in accordance with aformula based on the number of outlets and SKU.

U.S. branded foods sold in these C-stores are generdly produced in Thailand or in neighboring
Southeast Asan countries. These products include snack foods, chocolates, cookies, candies,
gums and breekfast cered. Didtributors often import U.S. branded foods from neighboring
countries rather than from the United States because of the low cost and AFTA preferentid tariffs.
Trends in the sdles of imported food for C-stores versus locally produced will decrease gradualy
from five to zero percent, in line with the purchasing power of the target group. U.S. productswill
be wdl received by Tha consumersin C-goresif price and qudlity is smilar to what loca
suppliers offer.

Digtribution Channéds- Convenience Stores, GasMarts & Kiosks

A common didribution channd for convenience stores, gas marts and kiosks originates from U.S.
exportersto U.S. consolidators and traders to Thai distributors to C-stores, gas marts and kiosk
digtribution centers. Some Thai digtributors ditribute foodstuffs directly to C-stores, gas marts
and kiosk outlets. Mogt of the foodstuffs that are distributed directly to the outlets are fresh,
including baked goods and dairy products. The flow pattern of different retailers varies depending
on the sdles volume and number of outlets. A key ingredient in the success of the larger retallersis
control of their own distribution centers.

Entry Strategy - Traditional Markets

For U.S. exporters, Thai traditional wet markets are more difficult markets to enter considering
the expected purchase price of products, low consumer purchasing power, the Sze and traditiond
disgtribution channels of the outlets, and consumer preference for traditiona Tha and Chinese
food.

Digribution Channels- Traditional Markets

Usudly loca manufacturers will have their own digtributors to distribute their products. Some

local producers are under supervison of aRoyal Project in which assigned distributors manage
the digtribution.
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Best Market Prospects

The best market prospects for U.S. suppliersinclude breakfast cereal, frozen seafood (scallop,
lobgter, fish, mussd), fruit juices, ingant and ground coffeg, jam, nuts (walnuts, hazel nuts,
macadamia nuts), canned soup and fruits, candy, chocolate, chocolate milk mix, dairy products
(cheese, cheese spread, cream cheese, whipped cream, cheese sticks, cheese dip and ice-cream),
dips, fresh fruits (cherries, grapes, peach, plums, nectarine, berries, grapefruit, apples), frozen
pizza, frozen pess, piefillings, frozen processed turkey, dried fruits, red meat, American spices,
Seasonings and sauces, snack foods, syrup, vinegar, wine, spirits and pet food.

The best sdlling U.S. food products are U.S. beef, U.S. Turkey, fresh fruits (cherries, grapes, and
WA apples), frozen French fries, scallops, snack foods, breakfast ceredl, wine, dried fruits, and pet
foods. Productsthat are not currently present in the market in sgnificant quantities but have good
sdes potential are American bourbon and whisky, seafood including Alaska King crab legs,
halibuts and other fishes, fruit juices, biscuits, candy, peaches, pears, plums, nectarines, chocolate
milk mix, cheese, dip sauce, other cooking products.

Further Information

Further information on this arealis available in A Market Brief on Thalland's Retall Food Sector
Report, which can be obtained from the FAS homepage at http://www.fas.usda.gov

HRI Food Service Sector

Thalland’ slarge HRI food service sector comprises gpproximately 150,000 outlets including some
100,000 restaurants and more than 5,000 hotels and resorts. Hotels, resorts, restaurants and
ingtitutional contracts are the heavy users of imported food for food preparation and ready-to-eat
medls at restaurants, catering services for airlines and cruise lines. Thisis because this sector
attracts middle to higher income Thais, Thai corporate businessmen, resident expatriates, and
tourists. Hotd and restaurant has grown by 3.6 percent, softened from 6.1 percent in the first
quarter of 2007 due to tourism dowdown. In addition, the number of foreign tourists decdlerated
from 5.8 percent expansion in the first quarter to 0.4 percent increase in the second quarter.
Thailand tourism is an important component of the service sector that generated gpproximatey
471 billion Baht ($12 billion) revenuein 2006. Thisindustry is one of the key factors, which
fuded Thailand’s quick economic recovery. For the entire year of 2006, the internationd tourist
arivasto Thailand totded 13.8 million, up by 20 percent and the average hotel occupancy rate
was a 63 percent, up from 60.6 percent in previous year.

Tourism Indicators

2005 | 2006 2006

Year |Year] Q1 Q2 Q3 Q4
No. of foreign tourists (Mil.) 11.5| 13.8] 3.6 3.1 3.4 3.7
% change (from the same period last year) -1.1| 20.0] 35.5 24.1 11.8 12.0
Income from tourism (Bil.USD) 96| 124] 34 2.7 3.0 3.4
Occupancy rate (%) 60.6| 63.0] 69.8 57.7 61.2 63.4
Room rates (USD) 32 36 40 33 33 38
Source: Tourism Authority of Thailand and Bank of Thailand
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Food and beverage sdes of hotels and resorts account for about 30 percent of tota revenues. The
average rate of imported food versus locally produced food in the entire HRI sector is 30 percent;
the U.S. has approximately 15-20 percent of the imported product share. U.S. beef, seafood
(lobster, Alaska king crab legs, scallops, etc.), wines, potato, seasonings, etc are well known in the
hotel/restaurant trade, and with arline catering companies. Tha Airways Internationa uses 30-40
percent imported food in their in-flight catering service.

I ndependantly owned restaurants have been largdy replaced by chains of restaurants such as
Oighi, Fuji, Zen, S& P, Black Canyon, MK Suki, Grayhound, etc. Sidewalk restaurants have been
continualy replaced by food centers and food courts, which are more hygienic and more
convenient. Food centers and food courts can be seen in most department stores and office
buildings. Fast food and chain restaurants have boomed for the last few years and are expected to
continue to do so for the next few years. Hot and cold drinks including coffee and ready-to-eat
foods are served in convenience stores and stand aone outlets.

Retail Consumer Expenditure on Alcoholic Drinks 2000-2006
(m; US$) 2001 2002 2003 2004 2005 2006
Total 2,964 3,184 3,511 3,807 4,135 4,671

Source: Euromonitor

The consumption of acohol beverages continued to rise even though the government hastried to
launch many campaigns againg drinking, which include limitations placed on the sde times of
acohal. In 2006, the average spending on acohol per household was $80 per year and account
for 1.8 percent of their total household expense.

Entry Strategy

Direct contact with local food service importersis the best entry for U.S. exporters. Normally
hotels and resorts do not import food directly. It iseasier for hotels and resorts to order from food
service companies because they have specidized in providing high quaity U.S. products to